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1. MAYORAL BUDGET SPEECH 


SPEECH BY THE MAYOR OF MANDENI MUNICIPALITY COUNCILLOR B L MAGWAZA 
PRESENTED TO THE MUNICIPAL COUNCIL ON THE 27.05.2010, 2010/2011 BUDGET 
APPROVAL IN THE COMMUNITY HALL, MANDENI 


(To be tabled) 


2. BUDGET RELATED RESOLUTIONS 


1. Council resolves that the annual budget of the municipality for the financial year 
2010/11; and indicative for the two projected outer years 2011/12 and 2012/13 be 
approved as set-out in the following tables in Annexure 1 

1.1. Operating revenue and expenditure by Standard Classification reflected in Table A2; 

1.2. Operating revenue and expenditure by vote reflected in Table A3; 

1.3. Operating revenue and expenditure by Financial Performance reflected in Table A4; 

1.4. Capital Expenditure by vote, standard classification and funding as reflected in Table 
A5; 

2. Council resolves that property rates reflected in (Annexure 2) are imposed for the 
budget year 2010/11. 

3. Council resolves that tariffs and charges reflected in (Annexure 2) are approved for the 
budget year 2010/11. 

5. Council resolves to adopt the amended Integrated Development Plan reflected in 

(Annexure 3). 

6. Council resolves that the amended policies for credit control, debt collection and 
indigents as reflected in (Annexure 4) are approved for the budget year 2010/11. 

7. Council resolves that the other amended budget related policies reflected in (Annexure 
5) are approved for the budget year 2006/07. 

8. Council notes the SDBIP tabled with the budget for subsequent approval by the Mayor 

(Annexure 6) 

9. The expenditure be proceeded with in terms of the municipal finance management act, 
supply chain management system and financial regulations. 

10. That the staff structure as budgeted for be approved 


3 THE BUDGET 

3.1 EXECUTIVE SUMMARY 

The 2010/11 budget has been prepared in accordance with the New Budget Reform 
Regulations. In terms of these regulations multi-year budget is prepared spanning over 
three (3) years with the actual activities for the past three years. 

The budget is further guided by Circular 51 provided by National Treasury informed by 
the 2010/11 Medium Term Revenue and Expenditure Framework (MTERF) policy 
statement, the State of the Nation address and the Division of Revenue Bill on the 
following issues: 

National priorities - doing more with existing resources 

1. The challenge for each municipality is to do more within its existing resource 
envelope. 

2. In the run-up to the local government elections, Mayors and councils need to remain 
focused on the effective delivery of core municipal services, and steer away from 
seeking to buy political support through patronage. 

3. Each municipality must explore how it can contribute to job creation when revising 
their IDPs and preparing their 2010/11 budgets. 

4. Government is taking active steps to uproot the problem of corruption in all three 
spheres of government, particularly in the tender system. Municipalities must play 
their part. 

5. Municipalities are advised that National Treasury’s supply chain compliance unit will 
also be focusing on municipal procurement processes. 

Headline inflation forecasts 

6. The headline inflation forecast for 2010/11 is 5.7 per cent. Municipalities must take 
this into consideration when preparing their budgets. 

7. Municipalities should also take into account the wage agreement SALGA concluded 
with municipal workers unions on 31 July 2009. 


Revising rates, tariffs and other charges 

8. Municipalities must explore imaginative ways of structuring the tariffs for utility 
services to encourage more efficient use of these services and to generate the 
resources required to maintain, renew and expand infrastructure. 


9. NERSA announced the electricity bulk tariff increase on 24 February 2010. This 
year’s application to NERSA is 19.5% increase. 

10. All municipalities should aim to have appropriately structured, cost-reflective water 
tariffs in place by 2014. 

11. Municipalities must note that COGTA is in the process of prescribing a ratio with 
respect to public benefit organisations relative to residential properties. 

12. The verification of existing municipal taxes in terms of section 12 of the Municipal 
Fiscal Powers and Functions Act continues. 


Funding choices and management issues 

13. Municipal revenues and cash flows are expected to remain under pressure in 
2010/11 and so municipalities should adopt a conservative approach when 
projecting their expected revenues and cash receipts. 

14. Municipalities must pay special attention to controlling unnecessary spending on 
nice-to have items and non-essential activities, such as foreign travel, councillor and 
staff perks, advertising and public relations activities. 

15. Municipalities must also ensure that their capital budgets reflect consistent efforts to 
address the backlogs in basic services and the refurbishment of existing network 
services. 

16. Municipalities must include a section on ‘Drinking water quality and waste water 
management’ in their 2010/11 budget document supporting information. 

17. Allocations to “Mayoral Discretionary Funds”, “Special Projects”, “Special Events” or 
similar discretionary type funds are discouraged. 

18. Municipalities are urged to allocate all Ward Allocations in tabled and approved 
budgets. 

19. Municipalities are discouraged from starting projects to build or renovate office 
buildings, but rather to prioritize service delivery infrastructure. 

20. Municipalities are allowed to use future conditional transfers as security for bridging 
finance to facilitate the implementation of capital projects financed by conditional 
grants, but only after getting approval from National Treasury. 

21. Each municipality must put in place a council approved virements policy, which 
should provide clear guidance to managers of when they may shift funds between 
items, projects, programmes and votes. 


Conditional transfers to municipalities 

22. To bring legal certainty to the process of managing unspent conditional grant funds, 
section 20 of the 2010 Division of Revenue Bill regulates the process. 




23. Municipalities may not rollover unspent conditional grant spending in terms of 
section 28(2)(e) of the MFMA. Written permission to spend these rolled over funds 
will be given by National Treasury. 

The Municipal Budget and Reporting Regulations 

24. All municipalities must prepare budgets, adjustments budgets and in-year reports for 
the 2010/11 financial year in accordance with the Municipal Budget and Reporting 
Regulations. In this regard, municipalities must comply with both: 

o The formats set out in Schedules A, B and C; and 

o The relevant attachments to each of the Schedules (the Excel Formats). 

25. All municipalities must do a funding compliance assessment of their 2010/11 
budgets in accordance with the guidance given in MFMA Circular 42 and the MFMA 
Funding Compliance Guideline before tabling their budget, and where necessary 
rework their budget to comply so that they table a properly funded budget. 

Budget process and submissions for the 2010/11 MTREF 

26. The deadline for the submission of tabled budgets is Friday, 9 April 2010. 

27. The deadline for the submission of approved budgets is ten working days after the 
council approves the annual budget. 


The following headline inflation forecasts underpin the national 2010/11 Budget: 


Fiscal year 

2008/09 

Actual 

2009/10 

Estimate 

2010/11 2011/12 2012/13 

Forecast 

Headline CPI 

Inflation 

9.9% 

6.7% 

5.7% 

6.2% 

5.9% 


Municipalities are expected to prepare a three year budgets that are sustainable in terms of being 
funded from realistically anticipated revenue to be collected. As a result this budget has been 
prepared taking into account the current economic crisis and the economic outlook going forward. 


The budget can be summarized as follows: 


2009/10 


2010/11 %change 


Operating Budget 76 173 516 

Capital Budget 80 733 500 


100 934 580 32.51 % 

78 352 865 -2.95 % 


Total Budget 156 907 016 


179 287 445 




3.1.2 BUDGET PROCESSES 

After adoption of the tabled budget the public was invited for comments through the press 
media. The Mayor through formally constituted forums consulted the communities. He went 
through the review state of all comments made by public and he featured those comments 
on the final budget. 

The three days strategic workshop dealt with budget in depth to ensure alignment with 
National, provincial and district priorities. As result of the strategic workshop the Council 
adopted its resolutions that ensure the budget implementation inline with the current 
running integrated development plan (IDP) and largely informed by the Turn around 
strategy as proposed by COGTA. 

3.1.3 BUDGET ASSUMPTIONS 

In preparing the draft budget the following assumptions were adopted: 

• 8.5% Salary increase 

The maximum percentage increase has been adopted as per the guide by Circular 
51 from National Treasury. However the negotiations at the Bargaining Council are 
the reason to budget for 8.5%. 

• Departmental proposals 

Management has been consulted and played a participatory role in inform the 
budget inputs where zero based budgeting principle was used. 

• Integrated Development Plan 

Integrated Development Pan is the source of all the activities by the Municipality. 

• Actual expenditure 2009/2010 




Prior year’s activity was used as a basis for future plan of action. 

• Circular 51 

National Treasury issued Circular 51 as a guide in terms of National priorities, 
indicative macro economic forecast and requirements for 2010/11 MTERF timeline 
and submissions 

• Division of Revenue Act and Provincial Gazette 

Division of Revenue Act gives allocations that are given by National Treasury in a 
form of Equitable Share to Municipalities. 

• Generally Recognized Accounting Practice 

It is also assumed that the municipality will be fully compliant with the reporting 
standards. It is therefore imperative that the allocation be provided for depreciation. 

• Bulk Purchases 

The 28.8 % electricity tariff increase by ESKOM . 




3.1.4 INTEGRETED DEVELOPMENT PLAN 


The IDP review process is finalized based on the community consultation process as is 
required by legislation. The IDP includes specific deliverables that forms the basis for the 
Budget and SDBIP. 


3.1.5 ALIGNMENT OF BUDGET WITH IDP 


KEY OBJECTIVES 

2009/2010 

2010/2011 

2011/2012 

2012/2013 

Good governance and 
community participation 

53 138 800 

54 293 000 

54 527 000 

55 692 000 

Financial viability and financial 
management 

28 278 201 

20 874 000 

28 141 000 

35 378 000 

Local Economic Development 

1 223 781 

2 751 000 

2 918 000 

3 086 000 

Basic service delivery and 
Infrastructure investment 

64 822 138 

87 132 000 

112 497 000 

112 290 000 

Municipal Transformation and 
institutional development 

9 484 096 

14 237 000 



Total Budget 

156,947,016 

179 287 445 




3.1.6 BUDGET OVEVIEW 


Capital and operating budget 2009/2010 to 2012/2013 



2009/2010 

2010/2011 

2011/2012 

2012/2013 

Operating Budget 
Capital Budget 

76,173,516 
80 773 500 

100 934 580 

78 352 865 

111 813 000 
86 268 000 

119 812 000 
86 564 000 

Total Budget 

156,947,016 

179 287 445 

198 081 000 

206 376 000 

































Operating budget of all departments by category 



2009/10 

BUDGET 

2010/11 

BUDGET 

2011/2012 

BUDGET 

2012/2013 

BUDGET 

Revenue per Source 

Property rates 

19,653,495 

18,204,800 

19,133,245 

20,013,374 

penalties and collection charges 

500,000 

550,000 

578,050 

604,640 

Service charges - electricity 

8,199,460 

8,963,000 

9,420,113 

9,853,438 

Service charges - refuse 

4,746,162 

5,130,932 

5,392,609 

5,640,669 

Rental of facilities and equipment 

152,000 

190,000 

199,690 

208,876 

Interest earned - external 

500,000 

1,300,000 

1,366,300 

1,429,150 

Fines 

745,500 

789,930 

830,216 

868,406 

Licenses and permits 

4,000,000 

4,000,000 

4,204,000 

4,397,384 

Government grants & subsidies 

37,096,447 

57,993,964 

66,682,370 

72,675,463 

Other revenue 

580,452 

3,811,954 

4,006,363 

4,190,656 

Total Revenue By Source 

76,173,516 

100,158,516 

111,812,957 

119,882,057 

Expenditure per Category 

Employee related costs 

23,951,334 

28,237,424 

30,496,418 

32,936,132 

Remuneration of Councillors 

6,539,763 

6,990,677 

7,549,931 

8,153,926 

Bad debts 


7,408,724 

13,722,635 

20,125,897 

Depreciation 

2,030,767 

3,306,521 

3,599,213 

3,754,316 

Repairs and maintenance 

3,907,956 

7,755,901 

8,151,452 

8,526,419 

Interest paid 

422,056 

322,380 

358,790 

375,294 

Redemption 

254,276 

269,533 

283,279 

296,310 

Bulk purchases - Electricity 

5,125,500 

6,075,000 

6,384,825 

6,678,527 

Contracted services 

7,769,200 

8,598,400 

9,036,918 

9,452,617 

Grants and subsidies paid 

8,497,500 

6,791,099 

7,137,445 

7,465,768 

General Expenses 

15,351,664 

15,840,921 

16,920,242 

18,031,101 

Contributions to Capital Outlay 

2,323,500 

9,319,000 

8,171.809 

4,103,750 


Interest internal 


Total expenditure 
Surplus /Deficit 


76,173,516 100,934,580 


111,812,957 119,882,056 





Capital Budget 

Funding Source 





3.3 Budget Related Charts and Explanatory Notes 




Budget Related Policies 

These are the budget related policies as they were implemented. The schedule will show 
these policies and those that were amended. 


POLICY 

AMENDED 

NEW 

Accounting policy 

None 


Banking policy 

None 


Debt Management and Credit control policy 

None 


Fixed asset Management policy 

None 


Indigent policy 

None 


Insurance policy 

None 


Information Technology usage policy 

None 


Rates policy 

Amended 


Risk Management policy 

None 


Supply Chain Management policy 

None 


Tariffs policy 

None 


Virement policy 

None 






4.7 BUDGET PROCESS OVERVIEW AND ITS OUTCOMES 

In preparing the budget the key deadline activities as recommended by National 


Treasury has been relied upon. 


TIME SCHEDULE OF KEY DEADLINES 

Mayor to Table in Council 10 Months Prior to Start of Budget Year 

Month 

Municipality Mandeni 

Budaet Year 2010/11 


Mayor and Council / Entity Board 

Administration - Municipality and Entity 

July 

Mayor begins planning for next three-year budget in accordance with co- 
ordination role of budget process 

MFMA s 53 

Planning includes review of the previous years budget process and 
completion of the Budget Evaluation Checklist 

Accounting officers and senior officials of municipality and entities begin 
planning for next three-year budget 

MFMA s 68, 77 

Accounting officers and senior officials of municipality and entities review 
options and contracts for service delivery 

MSA s 76-81 

August 

Mayor tables in Council a time schedule outlining key deadlines for: 

preparing, tabling and approving the budget; reviewing the IDP 
(as per s 34 of MSA) and budget related policies and consultation 
processes at least 10 months before the start of the budget year. 

MFMA s 21,22, 23; 

MSA s 34, Ch 4 as amended 

Mayor establishes committees and consultation forums for the budget 
process 


September 

iouncil through the IDP review process determines strategic objectives for 
service delivery and development for next three-year budgets including 
review of provincial and national government sector and strategic plans 

Budget offices of municipality and entities determine revenue projections and 
proposed rate and service charges and drafts initial allocations to functions 
and departments for the next financial year after taking into account strategic 
objectives 

Engages with Provincial and National sector departments on sector specific 
programmes for alignment with municipalities plans (schools, libraries, clinics, 
water, electricity, roads, etc) 

October 


Accounting officer does initial review of national policies and budget plans and 
potential price increases of bulk resources with function and department 
officials 

MFMA s 35, 36, 42; MTBPS 

November 


Accounting officer reviews and drafts initial changes to IDP 

MSA s 34 

December 

Council finalises tariff (rates and service charges) policies for next 
financial year 

MSA s 74, 75 

Accounting officer and senior officials consolidate and prepare proposed 
budget and plans for next financial year taking into account previous years 
performance as per audited financial statements 

January 

Entity board of directors must approve and submit proposed budget and 
plans for next three-year budgets to parent municipality at least 150 days 
before the start of the budget year 

MFMA s 87(1) 

Accounting officer reviews proposed national and provincial allocations to 
municipality for incorporation into the draft budget for tabling. (Proposed 
national and provincial allocations for three years must be available by 20 
January) 

MFMA s 36 

February 

Council considers municipal entity proposed budget and service delivery 
plan and accepts or makes recommendations to the entity 

MFMA s 87(2) 

Accounting officer finalises and submits to Mayor proposed budgets and plans 
for next three-year budgets taking into account the recent mid-year review and 
any corrective measures proposed as part of the oversight report for the 
previous years audited financial statements and annual report 

Accounting officer to notify relevant municipalities of projected allocations for 
next three budget years 120 days prior to start of budget year 

MFMA s 37(2) 

March 

Entity board of directors considers recommendations of parent 
municipality and submit revised budget by 22nd of month 

MFMA s 87(2) 

Mayor tables municipality budget, budgets of entities, resolutions, plans, 
and proposed revisions to IDP at least 90 days before start of budget year 

MFMA s 16, 22, 23, 87; MSA s 34 

Accounting officer publishes tabled budget, plans, and proposed revisions to 
IDP, invites local community comment and submits to NT, PT and others as 
prescribed 

MFMA s 22 & 37; MSA Ch 4 as amended 

Accounting officer reviews any changes in prices for bulk resources as 
communicated by 15 March 

MFMA s 42 

April 

Consultation with national and provincial treasuries and finalise sector 
plans for water, sanitation, electricity etc 

MFMA s 21 

Accounting officer assists the Mayor in revising budget documentation in 
accordance with consultative processes and taking into account the results 
from the third quarterly review of the current year 

May 

Public hearings on the budget, and council debate. Council consider 
views of the local community, NT, PT, other provincial and national 
organs of state and municipalities. Mayor to be provided with an 

Accounting officer assists the Mayor in preparing the final budget 
documentation for consideration for approval at least 30 days before the start 
of the budget year taking into account consultative processes and any other 





opportunity to respond to submissions during consultation and table 
amendments for council consideration. Council to consider approval of 
budget and plans at least 30 days before start of budget year. 

MFMA s 23, 24; MSA Ch 4 as amended 

Entity board of directors to approve the budget of the entity not later than 
30 days before the start of the financial year, taking into account any 
hearings or recommendations of the council of the parent municipality 

MFMA s 87 

new information of a material nature 

June 

Council must approve annual budget by resolution, setting taxes and 
tariffs, approving changes to IDP and budget related policies, approving 
measurable performance objectives for revenue by source and 
expenditure by vote before start of budget year 

MFMA s 16, 24, 26, 53 

Mayor must approve SDBIP within 28 days after approval of the budget 
and ensure that annual performance contracts are concluded in 
accordance with s 57(2) of the MSA. Mayor to ensure that the annual 
performance agreements are linked to the measurable performance 
objectives approved with the budget and SDBIP. The mayor submits the 
approved SDBIP and performance agreements to council, MEC for local 
government and makes public within 14 days after approval. 

MFMA s 53; MSA s 38-45, 57(2) 

Council must finalise a system of delegations. 

MFMA s 59, 79, 82; MSA s 59-65 

Accounting officer submits to the mayor no later than 14 days after approval of 
the budget a draft of the SDBIP and annual performance agreements required 
by s 57(l)(b) of the MSA. 

MFMA s 69; MSA s 57 

Accounting officers of municipality and entities publishes adopted budget and 

plans 

MFMA s 75, 87 


Abbreviations: IDP - Integrated Development Plan; MFMA - Local Government: Municipal Finance Management Act, No. 56 of 2003; MSA - Local Government: 
Municipal Systems Act, No. 32 of 2000, as amended; MTBPS - National Treasury annual publication, Medium Term Budget and Policy Statement; NT - National 
Treasury; PT - Provincial Treasuries; SDBIP - Service Delivery and Budget Implementation Plan 


The Mandeni Municipality is confident that the public participation has been the cornerstone 
of the preparation of the 2010/2011 Budget. With the preparation of the 2011 budget the 
Municipality consulted a number of community based structures and use mechanism, 
processes and procedures which are used to encourage public participation in matters of 
Local Government. 

Participation and consultation took place at different levels. Through these public meetings 
in forums and ward committees comments were received and reviewed by the Mayor 
before finalizing the budget. Some of these comments includes the following: 


• All pensioners regardless of the source of pension must benefit on rates rebates 

• The gazette on rates ratio for Residents vs Agriculture, special properties and Public 
Service Infrastructure 

• The representation by farming community on rates tariff in consideration of services 
provided to farms 

• Budget for the ward committee is not enough to cover previous years shortfall 

• Rural community on basic infrastructure on water, electricity, roads and housing 

• Concerns about the accessibility of the municipal rebates to needy people 

4.8 INTEGRATED DEVELOPMENT PLAN (IDP) 




The key over-aching six key objectives and how they are linked with the 5 year Local 
Government Strategic objectives are reflected in the table below: 


KEY OBJECTIVES KEY ISSUE 


Good governance and community The strategy is aimed at ensuring that 

participation effective mechanisms and procedures for 

vibrant governance are the corner stone of 
the development. And therefore in all our 
efforts as we advance with our mission to 
eradicate poverty, strengthen Economy and 
delivery of basic services continued 
participation of the masses shall govern. 

Financial viability and financial management The strategy aims to ensure that the 

Municipality increases its revenue base by 
strengthening debt collection and putting in 
place sound financial managements 
practices. 

Local Economic Development A strategy has been developed to stimulate 

economic growth and development, with 
particular focus on Tourism & Property 
development, Agriculture Development, 
Industrial Development. The focus shall 
remain in contributing in poverty eradication 
and job creation for woman and youth. 

Basic service delivery and Infrastructure Strategies have been formulated to ensure 

investment integrated and holistic service delivery and 

infrastructure development over the next 
two years by reducing the current backlog 
of households without access to basic 
service. 

Municipal Transformation and institutional The strategy aims at ensuring that the 

development development of transformation of the 

organisation by developing and 
implementing all human resource policies 
that will advance the Municipality in service 
delivery. 


4.9 SERVICE DELIVERY AND IMPLIMEMTATION PLAN (Draft 













(a) Community services 

(b) Protection and safety 

(c) Corporate Services 

(d) Finance 

(e) Technical Services 




